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CANFOR CORPORATION 


Financial highlights 


1984 1983 1982 


Sales and income (in millions of dollars) 
Net sales 
Loss before equity income and minority interests 
Equity in income (loss) of affiliated companies 
Net loss 
Cash flow from operations 


$1,029.5 


$995.1 
(36.7) 
(9.3) 
(44.7) 

0.2 


$ 729.6 
(89.1) 
(225) 
(85.7) 
(89.8) 


Per common share (in dollars) 
Net loss 
Cash flow from (used in) operations 
Common shareholders’ equity 


$ (1.52) 
0.75. 
14.42 


$ (2.45) 
(0.04) 
16.09 


$ (7.94) 
(8.32) 
17.26 


Financial position (in millions of dollars) 
Working capital 
Total assets 
Long-term liabilities 
Shareholders’ equity 
Total capitalization 


48.3 
894.0 
231.0 
353.9 
595.3 


$ 26.1 
Sisal 
242.3 
310.0 
566.0 


$(118.6) 
870.6 
223.6 
206.7 
462.6 


Additional information 
Return on capital employed 


O.3)\% 
Return on common shareholders’ equity 


(10.0) % 


(2.6)% 
(18.7)% 


(8.0)% 
(37.4)% 


Ratio of current assets to current liabilities 
Ratio of total debt to shareholders’ equity 
Capital expenditures (in millions of dollars) 
Number of employees at year end 
Employment costs (in millions of dollars) 


1,2:1 
53:47 
41.0 
7,230 


1171 
59:41 
$92276 
7,226 
$2522 


Orel 
72:28 
$ 102.4 
122 
O23)a0 


259.5 


Quarterly financial information 


1984 1983 
Three months ended Three months ended 
Mar31 June30 Sept30 Dec31 Mar31 June 30 Sept30  Dec31 
Sales and income (in millions of dollars) 
Net sales $226.4 $271.7 $282.8 $248.6 $215.1 $286.5 $253.4 $240.1 
Income (loss) before equity income 
and minority interests (6.0) (0.6) (4.9) (14.8) (13.0) 4.3 (6.7) (Qi 3)) 
Equity in income (loss) of 
affiliated companies 0.2 0.8 (1.3) ile7/ (Ge) (5.0) (@-5)) 4.4 
Net income (loss) (4.7) 0.3 (5.8) (15.0) IS 7)) 0.6 (12.8) (16.8) 
Cash flow from (used in) operations (3.0) 9.9 7.9 2.3 (4.8) 11.6 DP (8.8) 
Per common share (in dollars) 
Net income (loss) $ (0.26) $ - $(0.36)  $(0.90) $ (0.86) $0.02 $(0.70)  $(0.91) 
Cash flow from (used in) operations 0.15 0.54 0.37 (0.31) (0.26) 0.62 0.12 (0.52) 


For definitions of selected financial terms, please refer to page 33 


CANFOR CORPORATION 


Directors’ report to shareholders 


EXECUTIVE REVIEW 


Summary of 1984 

Considerable progress was made in 
1984 but Canfor still experienced 
another difficult year as prices for 
pulp and wood products failed to 
achieve a sustained turnaround. Our 
core problem is the worldwide 
oversupply of pulp and softwood 
lumber. 


Operating performance at logging 
and manufacturing operations was 
generally excellent and numerous 
production records were achieved. 
Increases in distribution volumes 
continued the improving trend 
established in 1983. The cooperation 
and efforts from employees at all 
levels were admirable and notewor- 
thy gains were made in safety as well 
as productivity. 

The 1984 loss before extraordinary 
items was $22.6 million, down 50 
per cent from the corresponding 1983 
loss of $45.0 million. The 1984 net 
loss of $25.2 million or $1.52 per 
common share after provision for 
preferred dividends also was reduced 
from last year’s net loss of $44.7 
million or $2.45 per share. Net sales 
of $1,029.5 milion were up 3.5 per 
cent from 1983 and exceeded one 
billion dollars for the first time. 


Despite the improving trend, the 
1984 results were far from satisfac- 
tory. Vigorous management action is 
being taken on several fronts to 
maintain competitive costs, enhance 
value added, reduce debt and reshape 
the Company’s profile for greater 
profitability. Our initiatives include 
divestments and downsizing com- 


N 


bined with a program of capital 
spending which will accelerate our 
return to profitability by ensuring that 
our operations with the highest 
potential continue to make quality 
products cost effectively. 


As lumber and market pulp are 
Canfor’s principal products, the 
unfavorable markets for these two 
commodities during 1984 were the 
major determinants of our results. 


Lumber sales to offshore customers 
were constrained by the relatively 
low value of their currencies 
compared to the Canadian dollar and 
by the slow growth of their local 
economies. Reduced offshore 
exports, together with high produc- 
tion levels, created an oversupply in 
our primary lumber market, the 
United States. This resulted in poor 
prices despite a reasonably healthy 


housing industry. Canadian housing 
starts were depressed during 1984, 
leading to weak domestic markets for 
lumber and panelboards. 


Pulp and paper markets were soft at 
the start of 1984 and results were 
further impaired by the 10 week labor 
dispute in the British Columbia 
industry. Subsequent improvement 
in the price and demand for pulp 
contributed to favorable returns in the 
mid year period. A serious decline in 
pulp prices commenced during the 
third quarter owing to new capacity 
entering the market and the surging 
strength of the United States dollar 
relative to the domestic currencies of 
pulp customers and competing 


The major modernization at Howe Sound 
Pulp is ahead of schedule with startup 
planned for August of this year. 


Scandinavian producers. 


Canfor’s principal non-forest 
affiliate, Versatile Corporation, 
achieved an impressive turnaround in 
1984, providing an equity income of 
$0.9 million for the year compared 
with an equity loss of $10.1 million 
in 1983. Yorkshire Trust Company 
made a positive contribution of 
approximately $0.5 million in each 
of these years. 


Since our 1983 annual report, 
numerous steps have been taken to 
improve the Company’s operational 
and financial strength. 


On the British Columbia coast, 
excellent progress has been made on 
the pulp machine project at Howe 
Sound Pulp Division. The project 
will be completed this year ahead of 
schedule and well under budget. To 
provide a more secure chip supply 
for the Howe Sound mill, and to 
utilize low grade logs, a new 
chipping plant is being built at 
Westcoast Cellufibre. 

At Prince George, extensible sack 
kraft paper was successfully intro- 
duced and projects costing $5 million 
to increase pulp production and 
quality were authorized. 


In February 1985, the Company 
acquired the 25 per cent interest held 
by Feldmuehle A.G. of Duesseldorf, 
Germany, in Intercontinental Pulp. 
Feldmuehle continues to purchase 
approximately one-half of Interconti- 
nental’s tonnage. Canfor now owns 
100 per cent of Intercontinental, 
Prince George Pulp and Paper and 
Takla Forest Products, and 50 per 
cent of B.C. Chemicals. This 


consolidation of ownership is 
expected to provide long term 
strategic benefits. 


The Chetwynd Division’s application 
for a tree farm licence was approved 
by the British Columbia government. 


~The TFL will encourage superior 


forest management and will provide 
a secure, long term timber supply. 


In Alberta, the Company’s research 
activities have led to an innovative 
finger-jointing project to produce 
higher value products from aspen 
which will start up in late April. 
Also, a $3 million upgrading of log 
handling facilities is under way at the 
Grande Prairie Lumber Division. 


At Canfor U.S.A. Corporation 
(formerly Chandler Corporation), the 
restructuring process begun last year 
with the appointment of a new 
president, Dennis Huston, has 
progressed well. 


In late 1984, the Company decided 
to rationalize its Canadian building 
materials organization by the phased 
closure of seven distribution centres 
and the consolidation of the five 
market regions into three. The 
remaining 21 distribution centres will 
continue to supply a broad range of 
building materials to our customers 
across Canada. 

The Company is planning to sell its 
46 per cent interest in Yorkshire 
Trust, subject to a satisfactory offer 
being made available to all of 
Yorkshire’s shareholders. 

Further action to reduce debt and 
interest costs during the year resulted 
in two preferred share financings 
totalling $75 million. 


Outlook for 1985 

Lumber markets have shown some 
recovery Over recent months and the 
increasing strength of the American 
dollar will enhance mill returns on 
sales to the United States. Continuing 
excess supply is expected to prevent 
any dramatic surge in lumber prices. 


Demand for lumber should be 
sufficient for the Company’s 
sawmills to operate at capacity 
provided no limitations are imposed 
on Canadian lumber entering the 
United States. However, markets for 
Douglas fir plywood and hardboard 
may not support full production and 
some mill curtailment could become 
necessary. 


Pulp production will also be curtailed 
in order to correct mill inventory 
accumulations. Closures for each of 
our three mills have been announced 
for the March and April period. 
Additional downtime may be 
necessary if the depressed market 
conditions for pulp do not improve. 
A further destabilizing factor 
affecting pulp is the change to pricing 
in local currencies, rather than 
United States dollars, in the European 
Economic Community. 


Our highest priority is to return to 
profitability as soon as possible. 
Although the short term market 
outlook is discouraging, all oppor- 
tunities are being aggressively 
pursued. The Company will take 
advantage of a year of labor stability 
to consolidate and improve upon 
previous gains in operating perfor- 
mance, employee involvement, 
quality and customer service. 


Executive and board changes 
James A. Robinson, Group Vice 
President, Wood Products Manufac- 
turing, retired at mid year after 39 
years of distinguished service and 
was succeeded by Roy A. Bickell, 
previously Vice President, Alberta 
Operations. Wayne B. Jacques was 
appointed the new Vice President, 
Alberta Operations. At the same 
time, W. Bert Gayle, previously Vice 
President, Coast forestry and 
Logging, was appointed Vice 
President, Coastal Operations, with 
responsibility for logging and wood 
products manufacturing on the coast. 
Louis Rasminsky and James A. 
Robinson will retire from the board 
at the annual general meeting. They 
leave with our warmest appreciation 
for their valued counsel during our 
first two years as a public company. 
Roy A. Bickell and C. William 
Daniel, President and Chief Executive 
Officer of Shell Canada Limited until 
his retirement on April 30, 1985, 
have been nominated as successors. 


Following the annual general 
meeting, the two founders of the 
Company, John G. Prentice and 
L.L.G. (Poldi) Bentley, will 
relinquish their offices as Chairman 
and Vice Chairman, respectively, 
after 47 years of dedicated 
entrepreneurship. The Company had 
its beginnings in 1938 when the 


John G. Prentice, Chairman, and L.L.G. 
Poldi Bentley, Vice Chairman, will 
relinquish their offices after the annual 
meeting but will continue to serve as 
directors of the Company. 


founders built a small veneer plant 
employing 28 people. Their energy 
and farsightedness played a vital role 
in the development of Canfor into 
today’s major integrated forest 
company, which employs over 7,200 
men and women. The founders’ 
colleagues on the board are delighted 
that they are both remaining as 
directors and we look forward to the 
benefit of their advice and experience 
for many years to come. 


Conclusion 

Finally, I wish to acknowledge with 
appreciation the fine achievements of 
our employees. The enterprise and 
ability of our people during this 
exacting period are fundamental to 
our success. 


We cannot control our markets but 
our strategy Is: 


(1) to divest for debt reduction; 


(2) to restructure and rationalize 
where future prospects are unattrac- 
tive; 

(3) to invest in high return internal 
projects; and 

(4) to remain at the forefront in 
quality, productivity, safety, 
innovation and customer service; 

so that we are in a position to enjoy 
strong results when market conditions 
improve. 


On behalf of the directors, 


chy (cE 


Peter J.G. Bentley 
President and Chief Executive Officer 


March 14, 1985 
Vancouver, British Columbia 


OPERATIONS REVIEW 


Forest operations 


Harvesting 

The harvest from all Canfor opera- 
tions totalled 6.87 million cubic 
metres of wood, which was just two 
per cent below the record volume of 
the previous year. 


At Englewood, on northern Van- 
couver Island, Vernon Camp is being 
phased out, reducing the number of 
Company camps from three to two. 
The number of stump-to-dump 
contractors on Tree Farm Licence 37 
was similarly reduced from three to 
two, and a new contractor area was 
established outside the TFL. This 
consolidation of operations has 
allowed re-allocation of the remain- 
ing old growth timber stands which 
are important for winter logging. As 
a result, extended logging seasons 
can be planned well into the future. 


The Company’s mainland operations 
also re-allocated their remaining old 
growth stands for winter logging. In 
combination with other factors, this 
action will reduce the annual harvest 
at Harrison Camp by more than 
one-third, and the operation will be 
downsized accordingly. 


In the southern interior, Balco, a 
subsidiary, was once again heavily 
involved in the salvage logging of 
blowdown and insect infested timber 
in the interest of good forest 
management. Salvaged wood has 
accounted for more than half of 
Balco’s harvest for the past decade. 
Reduced stumpage rates are paid on 
salvage wood to reflect the increased 


difficulty of the work and lower 
recovery from damaged logs. 


In northern B.C., Takla Forest 
Products revised its logging plans in 
mid year to harvest timber blown 
down in an April windstorm. A 
volume of 100,000 cubic metres of 
wood was salvaged that might 
otherwise have gone to waste. 


In addition to their normal work, the 
other two northern B.C. operations 
at Chetwynd and Fort St. John 
became involved with aspen, which 
is commonly regarded as a weed or 
nuisance species. The Chetwynd 
operation shipped 5,000 cubic metres 
of the wood to South Korea for 
conversion to chopsticks and the Fort 
St. John operation is pursuing other 
Opportunities. 


Fort St. John increased its total 
harvest by 17 per cent over the 


previous year’s volume to a record 
520,000 cubic metres. 


The harvest from the Alberta 
Operations for the 1983-1984 winter 
logging season was up 24 per cent 
from the previous year’s level to a 
record of almost two million cubic 
metres. The Grande Prairie Wood- 
lands achieved a record volume of 
614,000 cubic metres for the 
1983-1984 winter logging season and 
a one day delivery record of 195 
truckloads of logs. Staff and cutting 
progressions were re-organized to 
allow the closure of one of the 
Company’s four logging camps. At 
High Level, a 1983-1984 winter 
logging season record of 884,000 


The Alberta Operations harvested a 
record winter season volume of almost 
two million cubic metres of wood. 


cubic metres was set by hauling an 
average of 262 loads every 24 hours. 
During one week, 311 loads per day 
were delivered with a one day record 
of 324 loads. 


Also in Alberta, a study is underway 
to determine the economic viability 
of utilizing logs smaller than those 
now harvested. 


Forestry 

The Company maintained a high 
level of activity in forestry. More 
than 6.3 million seedlings were 
planted, up 20 per cent from the 1983 
level. The total area planted with 
seedlings, directly seeded or prepared 
for natural regeneration was virtually 
the same as the record 1983 figure of 
more than 18,000 hectares. 


Basic reforestation activities, to 
return logged areas to productive 
forestland, proceeded at a brisk pace. 
However, lack of available funding 
reduced intensive forest management 
activities, such as spacing and 
fertilizing, to those supported by 


federal job creation programs. The 
Grande Prairie Woodlands completed 
its first full scale thinning or juvenile 
spacing program which was part of 
the Canadian government’s Environ- 
ment 2000 summer job creation 
scheme. 


In January 1984, the B.C. Ministry 
of Forests held public hearings 
concerning the Tree Farm Licence 
application from the Company’s 
Chetwynd Division. The provincial 
cabinet approved the TFL application 
inveanly 1985. 


The Chetwynd TFL will be the first 
of the new generation under which 
volume based licences previously 
held will be converted to area based 
tenure. 


This TEL area covers an estimated 
262,000 hectares of productive 
timber lands. This area includes 
40,000 hectares classified as Not 
Satisfactorily Restocked. Although 
Canfor did not log these NSR areas, 
it has accepted the responsibility to 


return them to productive forestland 
over the next 20 years in exchange 
for rights to future yields. 


The Company fully supports the 
principle of area based tenure as 
offered by the TFL concept which 
was established in B.C. by Royal 
Commission in 1949. Subsequent 
Royal Commissions in 1956 and 
1976 reported that the TFL is the best 
form of tenure for achieving high 
standards of forest management. The 
1976 Royal Commission summarized 
its conclusions as follows: 


“Tree Farm Licences have met, if not 
exceeded, expectations... The 
proprietary interest that licencees 
have developed in these lands, the 
incentives the system has provided, 
and the priority given them by the 
Forest Service have produced the 
highest standard forest management 
in the province — a standard that in 
many cases is high by international 
comparisons as well.”’ 


The success of the TFL lies in the 
incentive it provides to the licencee 
for high level forest management 
practices. The Company is reasona- 
bly assured of a fair share in any long 
term benefits resulting from its 
efforts. The people of B.C., as 
landlords, also share in those 
benefits. 

While the major objective in the TFL 
will be to increase the forest yield, 


Canfor is also developing an 
on-going, fully integrated land use 


Tree grafting is just one part of Canfor’s 
genetic improvement program to increase 
the yield of the forests. 


program providing benefits to other 
users such as cattle ranchers and 
recreational groups. Involving other 
users in planning stages in a spirit of 
cooperation rather than confrontation 
has proven to be an effective means 
of developing resource management 
programs. 


The Canfor Group’s highly success- 
ful Balco Reforestation Centre 
nursery in Kamloops will provide 
most of the seedlings for the 
Chetwynd TFL. It also provides 
seedlings to the Balco, Takla and 
Fort St. John operations. The nursery 
grew slightly more than three million 
seedlings last year, up marginally 
from 1983. 


Pulp and paper 

The pulp and paper group achieved 
a turnaround from the previous year’s 
loss to show a net operating profit. 
This improvement was achieved 
despite the 10 week labor dispute in 
the first quarter, as well as oversupply 
of pulp and unfavorable currency 


relationships which resulted in rapid 
price erosion in the second half. By 
year end, prices had declined to 
levels at or below those of a year 
earlier. 


As a result of the labor dispute, 
shipments of pulp and paper from the 
Company’s three mills were I|1 per 
cent lower than those of the previous 
year, at 514,900 tonnes compared 
with 579,600 tonnes. Total produc- 
tion was 536,800 tonnes, down from 
578,200 tonnes in 1983. 


Since the return to work, employee 
cooperation has been excellent and 
each of the three mills achieved high 
daily average production levels. 
Product quality was also maintained 
or enhanced and safety performance 
improved substantially. 


The major modernization at Howe 
Sound Pulp is more than 20 per cent 
below the budget of $35 million for 
this phase. As a result of excellent 
project management, it is also well 
ahead of schedule with start up 


planned for August of this year. 
Employee training is underway to 
ensure an efficient transition to the 
new equipment which includes anew 
pulp machine, dryer, cutter layboy, 
baling line and associated equipment 
in a new building. An earlier phase 
included a new pulp warehouse and 
loading ramps to the deepsea dock. 
Improvements in production, 
operating costs and quality are 
expected. 


Howe Sound achieved the highest 
average daily production in its 
history at 552 tonnes. 


Similarly, Prince George Pulp and 
Paper and Intercontinental Pulp, 
achieved daily production records of 
792 and 665 tonnes respectively. 

A Beloit extensible unit was installed 
in the sack kraft paper line at PGPP 
and began production in August. 


New equipment at Prince George Pulp 
and Paper has improved Canfor’s 
position in world sack kraft markets. 


With this machine, the mill now 
produces semi and fully extensible 
papers in addition to the traditional 
multiwall, checkstand and laminating 
krafts. The combination of this new 
unit with the Escher Wyss press 
section installed in 1983 and 
excellent pulp fibre improves 
PGPP’s position in world sack kraft 
markets. 


Early in the year, a strategic task 
force of people from the pulp and 
paper group formulated recommen- 
dations for Canfor’s future in the pulp 
and paper industry. Also in 1984, the 
pulp and paper group was reorganized 
with all mills and sales offices under 
a single management. This is an 
important step in establishing the 
shortest and most effective link 
between the customers and mills. It 
reflects a determined effort to give 
Canfor’s customers the best service 


This fibre test is part of a quality control 
program which keeps Canfor pulp at the 
forefront in the marketplace. 


as well as high quality products in 
the competitive pulp and paper 
business. 

The group has negotiated new 
deepsea shipping contracts for the 
delivery of its products, commencing 
in May 1986. The new arrangements 
will provide substantial benefits in 
terms of competitive rates and 
customer service in Europe and 
around the Pacific Rim. 


Late in the year, the Commission of 
the European Economic Community 
concluded a lengthy investigation 
and found 40 pulp and paper 
producers, including Canadian 
Forest Products Ltd., a subsidiary 
company, guilty of concerted 
practices in the sale of wood pulp in 
the European Common Market. A 
fine of approximately $175,000 was 
levied against the company. Canfor 
denies the Commission’s finding and 
the decision is being appealed. 


Wood products 


Lumber 

Production and sales of Canfor 
lumber slightly exceeded the 1983 
record level of 1.2 billion board feet. 
Total sales volume, including lumber 
from outside mills, was virtually the 
same as the 1983 level of 1.9 billion 
board feet. 


Although housing starts in the 

primary U.S. market exceeded 1.7 
million, slightly higher than the 1983 
level, production throughout North 
America also increased, creating an 
oversupply situation. The price for 
random length 2 x 4 Spruce/Pine/Fir 


peaked at U.S. $192 per thousand 
board feet late in March. As aresult 
of the oversupply, it dropped to a low 
of U.S.$128 by mid July and ended 
the year at U.S.$163. 


For the most part, offshore markets 
remained depressed and the strength 
of the Canadian and U.S. dollars 
relative to foreign currencies 
undermined the competitiveness of 
North American producers. This 
effectively concentrated most North 
American production in the U.S. 
market, aggravating the oversupply 
situation. Fortunately, currency 
exchange premiums gave Canadian 
producers a competitive edge. 


The present level of Canadian lumber 
imports has prompted American 
manufacturers to seek relief through 
government intervention as they did 
in 1983. Once again, the Canadian 
industry faces the threat of some 
action that could impede the free flow 
of Canadian lumber into the vital 
U.S. markets. 


Deregulation of American railroads 
has eroded the competitive position 
of lumber producers located in the 
interior of B.C. and northern 
Alberta, compared to producers in 
the U.S. Pacific Northwest. For 
Canfor, this erosion was partly offset 
by the continuing success of the 
Company’s reload centres. These 
strategically located facilities allow 
the Company to move lumber in cost 
effective bulk rail shipments. At the 
reloads, the shipments are broken 
down into smaller units which are 
delivered to customers by truck. 


By using its fleet of 700 leased and 
assigned railcars in combination with 
the reloads, the Company takes full 
advantage of incentive freight rates 
while enhancing customer service. 
These innovative efforts have helped 
Canfor maintain its competitive 
position and market share. 


On the Coast, Eburne improved its 
mill net returns by producing 
premium products in non-standard 
sizes to meet specific market needs. 
Eburne also reduced its dependence 
on the U.S. cargo market by 
increasing shipments to Japan by 41 
per cent over the 1983 level. 


In a similar response to market 
conditions, Takla’s Isle Pierre mill 
switched to stud production to 
increase yield and mill net returns. A 
major mill renovation to be com- 
pleted in April 1985 will boost pro- 
duction by 25 per cent and recovery 
rates by a further 16 per cent. 


The majority of the northern mills set 
production records during the year 
but most notable was High Level’s 
two-shift day record of over one 
million board feet. Early in 1985, 
rates of production continued to 
improve with all mills exceeding 
both their 1984 levels and their 
higher 1985 target levels. 


The Chetwynd mill produced its first 
precision-end-trimmed lumber and is 
investigating the production of 
machine-stress-rated lumber, both of 
which offer new opportunities. 


The Grande Prairie Lumber Division 
is completing phase one of an aspen 


finger-jointing project begun late in 
the year. The objective of the project 
is to develop a viable product to 
utilize the extensive stands of aspen 
in northern Alberta. The mill will cut 
out the many defects common in the 
wood and glue the remaining short 
pieces together in a high speed 
operation developed in part by 
Canfor’s research department. 


The $2.2 million cost of phase one 
is being partly funded by the federal 
government’s Industrial Regional 
Development Program. Phase one 
will prove the process, while phase 
two, to be implemented during the 
current year, will involve full 
production of marketable products. 
In phase three, the narrow width 
wood will be edge-glued for wider 
products to be marketed in 1986. 


In 1985, a $3 million portal crane 
system will be installed in the Grande 
Prairie log yard to improve efficiency 
in log handling. 


Production reached record levels at 
Westcoast Cellufibre Industries, with 
lumber volume up 52 per cent and 
chip volume up 33 per cent from the 
levels of the previous year. This 
achievement was made possible 
largely through the excellent 
cooperation and effort of the crew. 
Productivity continued to increase 
into the new year. 


During 1985, work will begin on a 
$4 million whole log chipping project 
at Westcoast. This facility will 
increase Canfor’s capability to 
manufacture chips for Howe Sound 
Pulp while allowing Westcoast to 
make full use of pulp quality logs. 
Cedar lumber markets showed 
reasonable strength at the beginning 
of the year but oversupply resulted in 


Annual lumber production exceeded 1.2 
billion board feet but oversupply in the 
principal U.S. market depressed prices. 


a sharp price drop in the second 
quarter. Prices ended the year on the 
rise but well below opening levels. 
Canfor supplies cedar logs to 
Terminal Sawmills Ltd., a privately 
owned Vancouver company, and 
markets its cedar production under a 
sales agency agreement. Shipments 
from Terminal declined 23 per cent 
from 1983 levels. A new, end- 
matched panel product was well 
received and new finger-jointed 
products are expected to be very 
popular when introduced later 

this year. 


Plywood 

With the lower level of activity in the 
Canadian economy, the overall 
market for panel products was weak. 
This weakness was particularly 
evident for sanded Douglas fir 
plywood of the type produced by the 
industry on the B.C. coast. Although 
some capacity has disappeared from 
this sector of the market, growing 
volumes of non-veneered panels 


aggravated the persistent oversupply. 


Severe competition and continuing 
high raw material costs gave the 
Plywood and Hardboard Division, 
the Company’s coastal mill, another 
difficult year. A determined effort by 
management and the employees 
resulted in productivity gains, but 
these were not enough to offset the 
poor markets and the Division’s 
losses continued. 

The plan for 1985 is to move to a 
higher margin product mix. A newly 
installed edge gluer and synthetic 
patch line will increase the output of 


these products by 50 per cent. The 
Building Materials Division is 
making every effort to secure a larger 
share of the higher value market, 
which remains very competitive. 


The Canadian Softwood Plywood 
sector of the industry produces 
primarily spruce plywood in shea- 
thing grades for the construction 
industry. This product remains 
reasonably competitive relative to 
substitute products, but lower levels 
of construction activity reduced 
demand. In this sector, production 
from the Balco plant in Kamloops 
was down 10 per cent from the 
previous year while that of the 
Grande Prairie operation was up five 
per cent. Net returns for both mills 
were down from 1983 levels. 


Hardboard 


Production of hardboard was down 14 
per cent from 1983 volumes but still 
outpaced shipments. 


Although hardboard panels continue 
to be popular in the domestic do-it- 
yourself market, consumer demand 
was reduced from the previous year, 
and directed more to low priced 
items. Sales were down 23 per cent 
from 1983 levels, but the Company 
managed to increase its share of the 
year’s smaller market. This increase 
was primarily the result of expanded 
promotional activity and interest gen- 
erated by two new products intro- 
duced during the year. Grasscloth, 
a decorative wall panel, and 
Hearthside, an innovative floor 
panel, were both well received in the 
market place. 


Additional agents were appointed in 
the promising U.S. market and ship- 
ments increased 10 per cent over 1983 
levels. Shipments to overseas markets, 
while moderate, also showed gains 
over 1983 levels. 


The mill has adjusted its product mix 
to target the growing, lower priced 
segment of the market, and this action 
should result in increased volumes. 


Shingles 

Sales of cedar shingles and shakes to- 
talled 256,500 squares, including 
volumes from sales agency agree- 
ments and external sources. Oversup- 
ply in the market depressed prices 
during the year, resulting in low mill 
net returns. 


The only Company mill, Huntting- 
Merritt Shingle Division, took a six 
week shutdown in the first quarter as 
aresult of market conditions. It was 
decided at that time to rationalize the 
mill’s product line and concentrate on 
the premium sidewall shingle market 
where Huntting-Merritt has a long 
standing reputation for excellent 
quality. In response to a deteriorating 
market, the Company has temporarily 
ceased production of shakes. Cus- 


_ tomer requirements are being filled 


through selected outside suppliers. 


Shakes, and to a lesser extent shingles, 
have been adversely affected by 
restrictive fire regulations in the two 
principal markets of California and 
Texas. The Red Cedar Shingle and 
Hand Split Shake Bureau, of which 
Canfor is a member, has enjoyed some 
success in overcoming this problem 
and continues with its efforts. 


Huntting-Merritt produced 102,900 
squares of shingles, down 19 per cent 
from the previous year’s total shingle 
and shake production. Excellent 
cooperation from the crew resulted in 
outstanding levels of productivity and 
quality. For the fifth consecutive 
year, the mill was the safest in the 
B.C. shingle industry. 


Building materials distribution 


By the end of the first quarter, the 
Canadian building materials market 
lost the momentum it gained in the 
previous year. Housing starts 
dropped 17 per cent from the 1983 
level to 135,000 units. Home im- 
provement activity did not increase to 
offset the decline in new construction, 
and industrial activity was modest. 


Despite these poor market conditions, 
sales for the Building Materials 
Division were up |.5 per cent from 
the 1983 level, setting another record 
at $306 million. The deterioration in 
the market led to a highly competitive 
environment, however, forcing gross 
margins down. Despite the strong 
sales volume and excellent control on 
expenses and accounts receivable, 
net profit declined substantially. 


In December, the Company an- 
nounced the Division would be 
downsized during the first quarter of 
1985 with the closure of seven of the 
28 distribution centres. The remain- 
ing 21 will be reorganized into three 
regions rather than five. Staffing will 
be significantly reduced and product 
lines rationalized. High priority has 
been placed on minimizing disrup- 
tions during this period. Customers, 


particularly in the areas of the 
closures, have been assured that the 
Company will continue to meet their 
needs in both products and service. 
The Toronto Distribution Centre is 
being expanded to fulfill this 
commitment in that area. 


When completed, the downsizing 
will release about $20 million in 
capital. While sales are expected to 
decline by about 10 per cent, net 
profits are expected to improve. 


The Atlantic Region, which once 
again led in profit performance, 
moved to a new 51,000 square foot 
warehouse and regional office 
facility in Dartmouth late in the year. 
A gratifying highlight of 1984 came 
during the Canadian Home and 
Improvement Show in Toronto when 
Canfor was voted the Best All-round 
Supplier. The award is sponsored 
annually by the Building Supply 
Dealer section of Hardware and 
Housewares Merchandising, an 
industry magazine. The honor 
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reflects the effort and determination 
of the Division’s employees to be the 
best in their business. 


The name of the Company’s 
American subsidiary was changed 
from Chandler Corporation to Canfor 
U.S.A. Corporation in September. 
This company’s results reflected an 
improvement for the year, and in the 
second half it turned in its best 
performance since joining the Canfor 
Group in 1981. This improvement 
was achieved through a combination 
of record sales and firm control of 
spending. Canfor U.S.A. is concen- 
trating on its principal activities of 
lumber trading and wholesaling, and 
the manufacture and distribution of 
trusses to the manufactured housing 
industry. Early in 1985, the closure 
of the Arizona operation was 
announced. 


The domestic panel market was weak but 
overall the Building Materials Division 
had record sales of $306 million. 


FINANCIAL REVIEW 


Management responsibility 


The information and representations 
in this annual report were prepared 
by Canfor’s management, and 
reviewed and approved by the 
directors. The consolidated financial 
statements were prepared in confor- 
mity with accounting principles 
generally accepted in Canada and, 
where necessary, reflect manage- 
ment’s best estimates and judge- 
ments. The financial information 
presented throughout this report is 
consistent with that presented in the 
consolidated financial statements. 


Operating results 

Although still unsatisfactory, 1984 
operating results showed an improve- 
ment over those of the previous year. 
Sales of $1,029.5 million were up 
$34.4 million over 1983, and the 
1984 loss of $25.2 million was a 
$19.5 million reduction from the 
1983 loss of $44.7 million. The lower 
loss reflects the net effects of higher 
sales prices in the pulp and paper 
segment, partly offset by lower prices 
in the wood and wood products 
segment and lower profits in the 
building materials segment. 
Commencing January 1, 1984, 
Canfor changed its method of 
calculating depreciation on logging 
and manufacturing assets from a 
straight-line basis to a unit of 
production basis. 

Despite higher interest rates in 1984, 
interest expense was reduced by $4.7 
million primarily due to the lower 


debt resulting from the preferred 
share issues during the year and the 
common share issues in 1983. Also, 
$1.5 million more interest was 
capitalized in 1984 than in 1983. 


Sales by the wood and wood products 
segment increased by $8.4 million 
from $416.0 million in 1983 to 
$424.4 million in 1984 but its 
operating profit dropped by $22.2 
million, primarily as a result of 
depressed lumber prices in the U.S. 


Canfor’s pulp and paper sales 
increased by $27.4 million to $262.0 
million in 1984 from $234.6 million 
in 1983 as a result of higher prices 
and record volumes in the second and 
third quarters which partially offset 
the effects of the 10 week labor dis- 
pute early in the year. The operating 
profit for pulp and paper was $14.6 
million for. the year, a $37.0 million 
improvement over 1983. 


Building materials sales increased by 
$13.1 million to $503.4 million for 
1984. However, the operating profit 
declined by $1.2 million, from $2.6 
million in 1983 to $1.4 million in 
1984. To remedy this unsatisfactory 
performance, the Company decided 
to streamline its building materials 
activities by the closure of seven of 
its Canadian distribution centres. The 
1984 loss includes a $2.6 million 
extraordinary provision for costs 
relating to this closure. 


Changes in financial position 

In June 1984, a$25.0 million, $2.25 
cumulative, redeemable, exchange- 
able class A preferred share issue 


took place yielding net proceeds of 
$23.6 million. This issue is ex- 
changeable for class A subordinate 
voting shares of Versatile Corpora- 
tion. In October 1984, Canfor 
Capital Limited, a wholly owned 
subsidiary of Canfor, issued $50.0 
million of floating rate, cumulative, 
redeemable and retractable preferred 
shares yielding net proceeds of $48.9 
million. The net proceeds of these 
issues were applied to reduce short 
term bank indebtedness. 

Cash generation from operations 
amounted to $17.1 million in 1984, 
a $16.9 million increase over 1983. 
An additional $19.6 million of cash 
was provided by a reduction of 
working capital excluding net short 
term indebtedness. Expenditures on 
property, plant and equipment 
amounted to $41.0 million in 1984 
which 1s $18.4 million greater than 
the $22.6 million spent in 1983. The 
major portion of this increase relates 
to the reinstatement of the pulp 
machine project at the Howe Sound 
Pulp Division. As in 1983, capital 
spending during 1984 was restricted 
to essential and high return projects. 


Income taxes 


During 1984, Canfor sold investment 
and scientific research tax credits 
amounting to $3.7 million to realize 
a current benefit from these tax 
credits. Canfor has $19.8 million of 
investment tax credits available to 
reduce future income taxes payable. 
Also, Canfor has losses of $254.7 
million in its Canadian operations 
and $27.6 million in its United States 
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operations to reduce future taxable 

income. An additional $78.8 million 

of depreciation for tax purposes can 
be claimed to reduce further future 

taxable income and $4.4 million of 
capital losses can be offset against 

future capital gains. 


The potential income tax benefits 
associated with $17.6 million of the 
remaining investment tax credits, the 
capital losses and $116.3 million of 
the above losses have not been 
reflected in Canfor’s accounts as a 
result of its policy of not recognizing 
such items until they are realized or 
are virtually certain of being realized. 


Financial position 


Canfor’s overall financial position 
was strengthened during the year by 
the two preferred share issues. 


Working capital increased by $22.2 
million resulting in a working capital 
ratio of 1.2:1 at December 31, 1984, 
compared with 1.1:1 at the end of 
1983. Also, the ratio of total debt to 
equity was reduced to 53:47 as 
compared to 59:41 at the end of 1983. 


Canfor’s return on capital employed 
still remains unsatisfactory at a 
negative 0.3 per cent for 1984, 
although it has improved from the 
negative 2.6 per cent for 1983. Asa 
result, certain decisions were made 
in late 1984 to strengthen further 
Canfor’s financial position and 
reduce capital employed. The first of 
these was the previously noted 
decision to streamline Canadian 
building materials activities. The 
second was to offer for sale the 45.9 
per cent interest held in Yorkshire 


Trust. The funds generated from 
these two moves will be used to 
finance attractive capital projects and 
to reduce short term indebtedness. 


In February 1985, Canfor acquired 
the 25 per cent interest in Interconti- 
nental Pulp Company Ltd. held by 
Feldmuehle A.G. of Germany. This 
acquisition increases Canfor’s 
ownership to 100 percent of Intercon- 
tinental Pulp Company Ltd. and 
Takla Forest Products and 50 per cent 
of B.C. Chemicals Ltd. 


Chip handling at Intercontinental Pulp 
and Prince George Pulp and Paper is 
expedited by truckload dumping facilities. 


CANFOR CORPORATION 


Net income (loss) Cash flow from operations Return on common shareholders’ equity 
$ millions $ millions Percent 


1980 1981 1982 1983 1984 1980 1981 1982 1983 1984 1980 1981 1982 1983 


Debt and equity Sales by product line Sales by market 


$ millions $ millions $ millions 


1980-1981 1982-1983 1984 19801981 «19821983 019801981 1982-1983 
(TOTAL DEBT [-] OTHER (2M OTHER 
HM Equity [BUILDING MATERIALS [_] FAR EAST 
[_] SHINGLES & SHAKES E 
PLYWOOD & HARDBOARD i us. 
fj PULP & SACK KRAFT Hi) CANADA 
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CANFOR CORPORATION 


Summary of 
principal accounting policies 
December 31, 1984 


Basis of presentation of financial statements 
These financial statements include the accounts of Canfor 
Corporation (the Company) and its subsidiary companies 
(Page 23), hereinafter referred to as ‘‘Canfor’’. 


Canfor’s investments in affiliated companies (Versatile 
Corporation, Yorkshire Trust Company and B.C. 
Chemicals Ltd.) (Page 24) are accounted for on the equity 
basis. On this basis, the carrying values of the investments 
are either increased or decreased by Canfor’s share of the 
net income or loss of these companies and reduced by the 
dividends received. Canfor’s share of the net income or 
loss is included in the consolidated statement of income. 
The difference between the initial cost of an investment 
and the underlying net book value of the assets acquired 

is amortized either over the life of the assets to which the 
difference is attributed or on a straight-line basis over 
twenty years. 


Valuation of inventories 

Inventories of wood products, pulp, sack kraft paper, 
building materials, logs and chips are valued at the lower 
of average cost and net realizable value. Processing 
materials and supplies are valued at the lower of average 
cost and replacement cost. 


Property, plant and equipment 

Canfor capitalizes the costs of major replacements, 
extensions and improvements to plant and equipment, 
together with related interest expense incurred during the 
construction period. 

Depreciation of logging and manufacturing assets is 
calculated on a unit of production basis. 

Depreciation of plant and equipment not employed in 
logging and manufacturing is based on the estimated 
useful lives of the assets and is calculated on a straight-line 
basis. 

Amortization of logging roads is dependent upon their 
nature and is calculated on either a straight-line basis or 
on the basis of the volume of timber removed. 
Depletion of timber is calculated on the basis of the 
volume of timber removed. 


Deferred charges 

Deferred financial costs are amortized over the lives of 
the related debt. Software development costs, relating to 
major systems, are deferred and amortized over periods 
not longer than ten years. 


Pension costs 

Canfor has various contributory and non-contributory 
pension plans which cover most salaried employees and 
certain hourly employees not covered by forest 
industry-union pension plans. 

Current service pension costs are charged to earnings as 
they accrue. Past service costs resulting from plan 
improvements are charged to earnings and funded at rates 
which, based on independent actuarial estimates, will 
provide for the obligation over periods not longer than 
fifteen years. Pension agreements with certain executives 
(some of whom are retired) who are not participants in 
Canfor’s pension plans are not funded. Annual costs under 
these agreements are charged to earnings and the liabilities 
are included in other long-term liabilities. 


Foreign currency translation 
Foreign currencies are translated into Canadian dollars 
using the temporal method as follows: 


Monetary assets and liabilities at year end or applicable 
hedged exchange rates; non-monetary assets and liabilities 
at historical rates; revenues and expenses at exchange rates 
prevailing at the time the transaction occurs. 


Exchange gains or losses are reflected in income 
immediately with the exception of unrealized translation 
gains or losses related to unhedged long-term monetary 
liabilities, which are amortized using the sum of the digits 
method, over the remaining life of the debt. 


Canfor’s foreign operations are considered to be self 
sustaining and are translated using the current rate method. 
The effect of translation of foreign operations is 
insignificant. 


Income taxes 

Canfor accounts for income taxes on the tax allocation 
method. Under this method, timing differences between 
reported and taxable income result in provisions for taxes 
not currently payable. Such timing differences arise 
principally as a result of claiming depreciation, depletion, 
amortization and deferred charges for tax purposes at 
amounts differing from those charged to income. 
Investment tax credits are accounted for by using the 
flow-through method and Canfor recognizes the tax 
benefits, net of income taxes. 


CANFOR CORPORATION 


Consolidated statement of income and 


earnings reinvested in the business 
(in thousands of dollars) 


Net sales 

Costs and expenses 
Cost of products sold 
Depreciation, depletion and amortization (Note 3) 
Selling and administration 


Operating income 
Interest expense (Note 12) 
Other income (expense) 


Loss before income taxes 

Income tax (expense) recovery (Note /5) 
Current 
Deferred 


Loss before undernoted items 
Equity in income (loss) of affiliated companies 
Minority interests in subsidiaries 


Loss before extraordinary item 
Extraordinary item 
Income tax reduction resulting from application 
of losses of prior years 
Provision for warehouse closures 


Net loss 

Net loss per common share (Note //) 

Earnings reinvested in the business at 
beginning of year 

Net loss for the year 

Preferred share dividends 


Premium on shares redeemed 
Share issue expense (Note 10) 


Earnings reinvested in the business at end of year 


16 


Year ended December 31 


1984 


$1,029,532 


909,921 
45,071 
61,193 


1,016,185 


13,347 
(44,244) 


1,504 


(29,393) 


1,844 
1,204 


3,048 


(26,345) 
1,335 


2,343 


(22,647) 


(2,610) 
(25,257) 


113,584 


(25,257) 


(3,253) 


(2,528) 


1983 
(Note 19) 
$995 ,060 


881,360 
48,570 
62,686 


992,616 


2,444 
(48,989) 
(164) 


(46,709) 


(207) 
105153 
9,946 
(36,763) 
(9,306) 
1,033 
(45,036) 


pag) 


$ (44,759) 


$167,689 
(44,759) 
(905) 
(96) 
(8,345) 


$113,584 


CANFOR CORPORATION 


Consolidated statement of 


changes in financial position 
(in thousands of dollars) 


Year ended December 31 


Source (use) of cash 
Operations 
Loss before extraordinary item $(22,647) $ (45,036) 
Items not involving cash 
Depreciation, depletion and amortization 45,071 48,570 
Minority interests in subsidiaries (2,343) (033) 
Equity in (income) loss of affiliated companies (1,355) 9,306 
Deferred income taxes (1,032) (10,153) 
Gain on disposal of assets ; (545) (1,445) 
Total 17,149 209 
Working capital changes (excluding net short-term indebtedness*) 
Accounts receivable 8,794 (20,448) 
Accounts payable 23,303 4,502 
Inventories (20,564) (23,600) 
Other 8,048 798 
Total 19,581 (38,748) 
Other 
Long-term liabilities (21,909) 17,889 
Preferred shares (10,904) 
Common shares 164,870 
Share issue expense (8,345) 
Property, plant and equipment (227593) 
Proceeds on disposal of assets 4,704 
Dividends 
by subsidiary companies to minority interests - (306) 
by the Company to preferred shareholders (3,253) (905) 
from affiliated companies 1,063 1,481 
Provision for warehouse closures (2,610) - 
Other (2,080) (1,340) 
Total 4,969 144,551 
Decrease in net short-term indebtedness* $ 41,699 $106,012 


* Net short-term indebtedness consists of cash, temporary investments, 


unpresented cheques and bank loans. 


CANFOR CORPORATION 


Consolidated balance sheet 
(in thousands of dollars) 


ASSETS 


Current assets 

Cash and temporary investments 
Accounts receivable 

Trade 

Other 

Affiliated companies 
Income taxes recoverable 
Inventories (Note 2) 


Total current assets 
Long-term investments 


Affiliated companies, at equity 
Deposits and other investments, at cost 


Property, plant and equipment (Nove 3) 
Timber (Nove 3) 

Other assets (Nore 4) 

Deferred charges (Note 5) 


Auditors’ report 
To the Shareholders of Canfor Corporation: 


We have examined the consolidated balance sheet of 
Canfor Corporation as at December 31, 1984 and the 
consolidated statements of income and earnings reinvested 
in the business and changes in financial position for the 
year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the Company as at 
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December 31 


$ 5,050 $ 3,476 


104,696 [155553 
12,285 105105 
266 381 

| 346 686 
224,282 203,718 


346,925 333,971 


65,597 
7,514 


73,111 
435,872 
12,861 
4,045 
21,161 


65,305 
8.559 


73,860 
437,755 
13,860 
3,011 
[136% 


$893,975 


$873,774 


December 31, 1984 and the results of its operations and 
the changes in its financial position for the year then 
ended, in accordance with generally accepted accounting 
principles applied, except for the change in the deprecia- 
tion method referred to in Note 3, on a basis consistent 
with that of the preceding year. 


ye ast ee 


February 15, 1985 
Vancouver, B.C. 


heteoe 


Chartered Accountants 


December 31 


1983 
(Note 19) 
LIABILITIES 
Current liabilities 
Bank loans and unpresented cheques (Nore 6) $142,550 $182,675 
Accounts payable and accrued liabilities (Note /7) 126,443 99 334 
Accounts payable to affiliated companies 5,084 
Current portion of long-term debt (Nore 7) 20,652 
Dividends payable ~ 
Total current liabilities 298,631 307,745 
Long-term liabilities 
Long-term debt (Note 7) 220,385 Ses 2 
Other liabilities 10,608 10,549 
230,993 242,281 
Deferred income taxes 618 1,650 
Minority interests in subsidiaries 9,801 12,144 
540,043 563,820 
SHAREHOLDERS’ EQUITY 
Share capital (Note 8) 


Preferred shares 
Common shares 


Earnings reinvested in the business 


Commitments and contingent liabilities (Nore /4) 
Subsequent event (Nore /8) 


APPROVED BY THE BOARD 


86,000 
185,386 


271,386 
82,546 


353,932 


$893,975 


11,000 
185,370 


196,370 
113,584 


309,954 


$873,774 


we: ven eens LE. Kae Obh RE; 


Peter J.G. Bentley, Director Ronald L. Cliff, Director 


CANFOR CORPORATION 


Notes to consolidated financial statements 
December 31, 1984 


1. Accounting policies 
The principal accounting policies followed by Canfor are summarized 
under the caption ‘‘Summary of principal accounting policies’’ (page 
15) in the annual report. 


2. Inventories 


1984 1983 
($000’s) 
Wood products, pulp, sack kraft paper 
and building materials $143,195 $126,445 
Logs and chips 54,205 51,621 
Processing materials and supplies 26,882 25,052 
$224,282 $203,718 


3. Property, plant and equipment and timber 
Property, plant and equipment 


Accumulated Net book 
Cost depreciation value 
($000’s) 
December 31, 1984 
Land $ 15,960 $ - $ 15,960 
Pulp and paper mills 435,618 175,670 259,948 
Sawmills, plywood, hardboard, 
shake and shingle mills 252,069 145,420 106,649 
Logging buildings andequipment 51,566 37,559 14,027 
Logging roads and bridges 58,007 44,397 13,610 
Other equipment and facilities 47,487 21,809 25,678 
$860,707 $424,835 $435,872 
December 31, 1983 
Land Sut,9 72 $ - S) LSs972 
Pulp and paper mills 413,311 162,053 251,258 
Sawmills, plywood, hardboard, 
shake and shingle mills 247,688 133,344 114,344 
Logging buildings andequipment 52,019 35,981 16,038 
Logging roads and bridges 54,884 41,054 13,830 
Other equipment and facilities 43,538 1b) P92) 26,313 
$827,412 $389,657 


$437,755 


Commencing in 1984, Canfor changed prospectively its method of 
calculating depreciation on logging and manufacturing assets from a 
straight-line basis to a unit of production basis. The effect of this change 
was to reduce the depreciation recorded for the year ended December 
31, 1984 by $3,874,000. 


Timber 
Accumulated Net book 
Cost depletion value 
($000’s) 

December 31, 1984 $28,264 $15,403 $12,861 
December 31, 1983 $28,264 $14,404 $13,860 
4. Other assets 

1984 1983 

($000’s) 

Contract receivable $3,021 $2,849 
Future income taxes recoverable 862 = 
Advances receivable, affiliated company 162 162 

$4,045 $3,011 


5. Deferred charges 


1984 1983 
($000’s) 
Unrealized foreign exchange losses on 
long-term debt $13,805 $ 5,656 
Software development costs 6,826 5,376 
Debt issue and other expense 530 335 
$21,161 $11,367 


6. Bank loans and unpresented cheques 

Operating bank loans of $142,550,000 (1983 - $182,675 ,000), including 
unpresented cheques of $16,096,000 (1983 - $17,058,000) are, with the 
exception of a $18,995,000 loan, secured by a general assignment of 
accounts receivable and hypothecation of inventories. The lines of credit 
arranged under the terms of the loans were $278 440,000 

(1983 - $282,155,000). 


7. Long-term debt 
1984 1983 
($000’s) 


CANFOR CORPORATION 

The Prudential Insurance Company of America, 
$42,300,000 U.S. note payable, interest at 
8.875%, repayable in instalments between 

1985 - 1998 


Chemical Bank, $10,000,000 U.S. note 
payable, interest at 9.4%, repayable in instal- 
ments in the years 1985 and 1986 


Chemical Bank, $8,000,000 U.S. loan agree- 


ment, interest at U.S. prime, repayable in instal- 
ments between 1987 - 1990 


$50,000,000 U.S. note agreement witha 
Canadian bank, interest at a rate related to the 
U.S. dollar London Interbank rate for U.S. dollar 
deposits (LIBOR) ranging to amaximum of 
LIBOR plus 72%, repayable in instalments 
between 1988 - 1992 


Canfor Enterprises Limited, an affiliated 
company, $7,000,000 term note, interest at 
Canadian bank prime less 4% - 


145,927 


$ 55,963 $ 56,070 


13,230 18,690 


10,584 - 


66,150 62,300 


7,000 
144,060 


PRINCE GEORGE PULP AND 
PAPER LIMITED 
First mortgage sinking fund bonds, maturing 
January 15, 1985 
U.S.$ Series A, interest at 55% 
Series B, interest at 62% 


$50,000,000 U.S. term loan agreement, with 
two Canadian banks, interest at a rate related to 
LIBOR ranging to a maximum of LIBOR plus 
1%, repayable in instalments between 1985 - 
1992 ($41,900,000 U.S. and the balance $Cdn. ) 


23352 
1,782 


4,441 
3,568 


61,789 
69,798 


65,109 
69,243 


INTERCONTINENTAL PULP 


COMPANY LTD. 1984 _, 1983 
First mortgage sinking fund bonds, maturing ($000's) 
April 15, 1986 
U.S.$ Series A, interest at 53/4% 6,413 9,075 
Series B, interest at 672% 1,800 2,700 
Repayable in instalments in the years 1985 
and 1986 
Series A subordinated debentures, maturing 
January 15, 1988, interest at 6.55% 3,000 3,000 
11,213 14,775 
BALCO INDUSTRIES LTD. 
Promissory note plus 7% accrued interest, 
repayable in instalments between 1985 - 1987, 
accrued interest payable in 1988 4,872 5,477 
Bank loan, interest at Canadian bank prime plus 
1%, repayable in instalments between 
1985 - 1987 4,500 3,000 
9,372 8,477 
TAKLA FOREST PRODUCTS 
Bank loan, interest at Takla’s option of Canadian 
bank prime plus 12% or prevailing LIBOR plus 
1% or prevailing Bankers’ Acceptance rate plus 
1%%, repayable in instalments between 
1985 - 1987 3,900 5,100 
WESTCOAST CELLUFIBRE 
INDUSTRIES LTD. 
Bank loan, interest at Canadian bank prime plus 
Y2%, repayable in instalments between 
1985 - 1987 2,500 3,000 
CANFOR U.S.A. CORPORATION 
$3,681,608 U.S., interest at U.S. bank prime 
plus 44%, repayable in instalments between 
1986 - 1990 4,869 4,585 
Other miscellaneous notes payable, repayable 
between 1985 - 1989 1,721 2,589 
248,745 252,384 
Less: Current portion 28,360 20,652 
$220,385 $231,732 


With the exception of the Canfor U.S.A. Corporation loan, security for 
the bank loans is a general assignment of accounts receivable and 
hypothecation of inventories. 


The agreements relative to The Prudential Insurance Company of 
America and Chemical Bank notes and the note agreement contain pro- 
visions limiting the amount of indebtedness which the Company and 
designated subsidiaries can incur and limiting the amount of cash di- 
vidends on common shares to $67,181,000 at December 31, 1984. 


The note agreement and the term loan agreement each provide for unsec- 
ured loans to a maximum equivalent of U.S. $50,000,000. 


The first mortgage sinking fund bonds are secured by a fixed charge on 
the fixed assets and a floating charge on assets other than current assets 
of the respective companies. 


Repayments on long-term debt required in each of the next five years 
are as follows 


1985 $28,360 1988 $35,465 
1986 $27,485 1989 $28,797 
1987 $20,594 


8. Share capital 
1984 1983 
($000’s) 
CANFOR CORPORATION 
Authorized 
110,000 7% cumulative, redeemable non-voting 
preferred shares, with a par value of $100 each 


10,000,000 Class A non-voting preferred shares 
with a par value of $25 each, of which 

1,000,000 of such Class A preferred shares 
are designated $2.25 cumulative redeem- 
able exchangeable Class A preferred 
shares, Series 1; 

2,000,000 of such Class A preferred shares 
are designated floating rate cumulative 
redeemable retractable Class A preferred 
shares, Series 2 

50,000,000 common shares without par value 


Issued 

110,000 7% preferred shares 

1,000,000 Class A preferred shares, Series 1 
2,000,000 Class A preferred shares, Series 2 
18,575,475 common shares 


$ 11,000 $ 11,000 
25,000 — 
50,000 - 
185,386 185,370 

271,386 196,370 


Preferred shares issued to subsidiary company (50,000) - 
CANFOR CAPITAL LIMITED 


Issued 


2,000,000 Class A preferred shares, Series 1 50,000 _ 


$271,386 $196,370 


7% PREFERRED SHARES 

The 7% preferred shares rank on a parity with the Class A preferred 
shares and are entitled to preference over the common shares with respect 
to the payment of cumulative dividends at the rate of 7% per annum. 
So long as any 7% preferred shares are outstanding the Company may 
not, without the approval of the holders of the 7% preferred shares given 
by special resolution, redeem or purchase any common shares. 


CLASS A PREFERRED SHARES 

The Class A preferred shares rank on a parity with the 7% preferred 
shares and are entitled to preference over the common shares with respect 
to the payment of dividends. 


EXCHANGEABLE CLASS A PREFERRED SHARES 

On June 6, 1984, the Company issued for cash 1,000,000 $2.25 
cumulative redeemable exchangeable Class A preferred shares, Series 
1 (exchangeable preferred shares). Each exchangeable preferred share 
entitles the holder at any time prior to the close of business on June 30, 
1991 or the third business day prior to the date fixed for redemption, 
whichever is earlier, to acquire from Canfor 2.778 Class A subordinate 
voting shares of Versatile Corporation, which is equivalent to an 
exchange price of $9.00 per Class A subordinate voting share. 


On and after July 1, 1987 and prior to July 1, 1989, each exchangeable 
preferred share is redeemable at $26.00 per share if the Class A 
subordinate voting shares of Versatile Corporation have traded on a 
designated stock exchange for a specified period at a weighted average 
price of not less than 125% of the exchange price. On and after July 1, 
1989, each exchangeable preferred share is redeemable at $26.00 per 
share declining by $0.25 annually to $25.00 on and after July 1, 1993, 

in each case plus accrued and unpaid dividends. 


During each calendar quarter and commencing in the first full calendar 
quarter following the expiry of the exchange privilege, the Company 
will make all reasonable efforts to purchase for cancellation, at a price 
not exceeding $25.00 per share plus costs of purchase, 1% of the number 
of exchangeable preferred shares outstanding on the expiry of the 
exchange privilege. This obligation 1s cumulative within each calendar 
year. 

The exchangeable preferred shares carry a right to cumulative preferred 
cash dividends at a rate of $2.25 per share per annum. 


RETRACTABLE CLASS A PREFERRED SHARES 

On October 4, 1984 the Company issued for cash 2,000,000 floating 
rate cumulative redeemable retractable Class A preferred shares, Series 
2, at a price of $25.00 per share, to a wholly-owned subsidiary , Canfor 
Capital Limited. The net proceeds were used to reduce short-term 
indebtedness. 


Concurrently on October 4, 1984, Canfor Capital Limited made a public 
issue of 2,000,000 floating rate preferred shares at a price of $25.00 
per share. The proceeds of this issue were used to purchase the floating 
rate preferred shares of Canfor Corporation. 


In conjunction with the Canfor Capital Limited issue on October 4, 1984 
a support agreement was entered into among Canfor Capital Limited, 
Canfor Investments Ltd., a Canadian chartered bank, and The Royal 
Trust Company in which the bank unconditionally covenants to ensure 
that all obligations of Canfor Capital Limited to holders of the floating 
rate preferred shares are met under conditions in which redemption is 
required. The commitment of the bank will expire on November 30, 
1991 if all dividends, retraction and redemption obligations to that date 
have been met. 


Also on October 4, 1984 a standby credit agreement was entered into 
among Canfor Capital Limited, Canfor Investments Ltd. , and a Canadian 
chartered bank, with respect to the repayment, on demand, of any funds 
loaned by the bank under the support agreement and providing for the 
pledge of 2,602,928 Class A subordinate voting shares and 5,458,806 
Class B common shares of Versatile Corporation and 144,806 common 
shares of Yorkshire Trust Company. 


COMMON SHARES 
The holders of the common shares have no pre-emptive, redemption or 
conversion rights. 


9. Senior management stock option plan 

The Company has established a Senior Management Stock Option Plan 
for officers and certain employees of Canfor. The Company has reserved 
500,000 common shares for issue under this plan and has granted options 
covering 304,350 of these shares. The exercise price under each of these 
options is $21.75 per share. Each option is for a five year period and 
is exercisable in approximately equal annual instalments. On the last 
instalment date the employee may exercise the option with respect to 
any unpurchased shares. Each option is subject to termination prior to 
the end of its term in the event of cessation of employment for any 
reason other than retirement or death. 700 shares were exercised under 
this option in 1984. No options were exercised in 1983. 


10. Share issue expense 

Expenses relating to the June 6 and October 4, 1984 share issues 
amounted to $2,528,000, of which there were $1,688,000 underwriting 
fees, $605,000 legal and audit fees and $235,000 other miscellaneous 
expenses. 


11. Net loss per common share 

The net loss per common share after provision for preferred share 
dividends calculated using the weighted average number of shares 
outstanding 


1984 1983 
before extraordinary item $(1.38) $(3.13) 
after extraordinary item $(1.52) $(3.11) 


The existence of warrants and convertible shares issued by Versatile 
Corporation and, to a lesser extent, notes payable in Yorkshire Trust 
Company, affect the calculation of income per common share ona fully 
diluted basis. For the years ended December 31, 1983 and 1984, the 
effect of the dilution on basic income (loss) per share is insignificant or 
reduces the loss per share. 


12. Interest expense 

Interest expense is net of interest income. Long-term and short-term 
interest expense are $25,516,000 (1983 - $25,009,000) and $18,728,000 
(1983 - $23,980,000) respectively. 


13. Unfunded pension and retirement accruals 

Canadian Forest Products Ltd. has pension agreements with certain 
executives, the liability for which is accrued but not funded. The total 
accrued liability based on an actuarial valuation during 1984 is 
$6,492,000 (1983 - $6,267,000). 


Canadian Forest Products Ltd. and Canfor Limited also have unfunded 
accrued liabilities of $711,000 in respect of retirement allowances at 
December 31, 1984 (1983 - $751,000). 


Canfor pension plans are funded. Four of these pension plans were 
amalgamated on January |, 1984. At January 1, 1984, based on 


(a) the actuarial valuations conducted during 1984 of certain Canfor 
pension plans, a net accrued surplus of $7,223,000 was disclosed; 


(b) the estimated valuation at December 31, 1983 of the remaining 
pension plan, an accrued surplus of $293,000 was disclosed. 


This compares with the estimated net unfunded liability at December 
31, 1983 of $970,000. Accrued surpluses were used to fund the 
companies’ current service costs, which for 1984 amounted to 
$3,022,000 (1983 - $1,793,000). 


14. Commitments and contingent liabilities 
(a) Canfor is committed to make payments as follows 
in respect of long-term operating leases of premises and equipment 


($000’s) 
1985 $4,819 
1986 $3,784 
1987 $3,103 
1988 $2,931 
1989 $2,750 
Thereafter $14,287 


(b) Canfor has contracted for the use of railway cars for a stipulated sum 
before mileage allowances. As a result of mileage allowances earned 
in 1984 and 1983, the cost to Canfor under this contract was not 
significant. Commitments in respect of this contract, before mileage 
allowances, are as follows 


($000’s) 
1985 $2,354 
1986 S15132 
1987 $ 685 
1988 $ 208 
1989 = 


(c) Canfor has guaranteed 775,000 pounds sterling of the indebtedness 
of Seaboard Pioneer Terminals Ltd. Actual bank loans at December 31, 
1984 were 230,130 pounds sterling. 


15. Income taxes 

Investment tax credits of $19,848,000 are available to reduce future 
income taxes payable and losses of $282,297 ,000 are available to reduce 
future taxable income as follows 


Available Investment Losses 
for deduction tax credits Canada WLS. Total 
($000’s) ($000’s) 

1985 Salesiil $ = $ - $ = 
1986 7,684 40,592 _ 40,592 
1987 Ie) 131,289 - 131,289 
1988 942 — _ — 
1990 505 48,716 _ 48,716 
199] 1,726 34,149 _ 34,149 
1995 and 

thereafter - —~ DY SS) DiS) 


$19,848 $254,746 $27,551 $282,297 


At December 31, 1984 depreciation included in the above losses is less 
than the amounts which can be claimed for income tax purposes by 
$78,756,000 which, together with the loss carry-forwards, are available 
to reduce future taxable income. 


Capital losses of $4,407,000 are available to reduce capital gains in 
future years. 


The potential income tax benefits associated with $17,617,000 of the 
above investment tax credits, capital losses and $116,321,000 of the 
above losses have not been recorded in Canfor’s accounts. 


16. Segmented information 
Information relating to Canfor’s business on a segmented basis is set 
out in the statement of segmented information. 


17. Related party transactions 

On December 31, 1984, certain directors, and private companies 
controlled by such directors, loaned $17,052,000 to Canfor repayable 
on demand and bearing interest at the prime rate less 1% and these 
amounts are included in accounts payable and accrued liabilities. 


18. Subsequent event 

On February 14, 1985, Canfor acquired the 25 percent interest held by 
Feldmuehle A.G. in Intercontinental Pulp Company Ltd. and now owns 
100 per cent of Intercontinental. Through the purchase, Canfor also 
owns 100 per cent of Takla Forest Products and 50 per cent of B.C. 
Chemicals Ltd. 


19. Comparative figures 
Certain 1983 comparative figures have been restated to conform with 
the 1984 presentation. 


SUBSIDIARY COMPANIES: 
Active 


Wholly-owned 
Canadian Forest Products Ltd. 
Canadian Forest Products S.A. 
Canadian Forest Products Overseas Limited 
Canfor Limited 
Canfor Capital Limited 
Canfor Investments Ltd. 
Canfor Japan Corporation 
Canfor Pulp Sales Ltd. 
Canfor U.S.A. Corporation 
Prince George Pulp and Paper Limited 


Partially-owned 
Balco Industries Ltd. (50.38%) 
Intercontinental Pulp Company Ltd. (75%)(Note 18) 
Waymark Services Ltd. (50.38%) 
Westcoast Cellufibre Industries Ltd. (92.5%) 


Partnerships 
Takla Forest Products (87.5%)(Note 18) 
Balco Reforestation Centre 


Inactive 

(including holding companies not carrying on active operations) 
British Columbia Shingles Limited 
Canadian Forest Products Sales Ltd. 
Canfor Investments Holdings Ltd. 
CFP Investments Ltd. 
Eburne Saw Mills Limited 
Howe Sound Pulp Company Ltd. 
Howe Sound Transportation Company Limited 
North Canadian Forest Industries (1981) Limited 
Pacific Veneer Company Limited 


CANFOR CORPORATION 


Schedule of investments in 
affiliated companies, at equity 


(in thousands of dollars) 


Yorkshire Trust Company 


Versatile Corporation (Note (a)) 
(Note (a)) (unaudited) B.C. Chemicals Ltd. 
December 31 December 31 December 31 Total 
1984 1983(g) 1984 1983 1984 1983 1984 1983 
Percentage of outstanding common 
shares held by Canfor 39.07% 39.12% 45.89% 46.17% 50.00% 50.00% 
Cost of shares $ 19,513 $ 19,513 $ 6,085 $ 6,085 $ 500 $ 500 $ 26,098 $ 26,098 
Equity in income since acquisition 47,819 46,941 5,962 52511 2,260 2,234 56,041 54,686 
67,332 66,454 12,047 11,596 2,760 2,194 82,139 80,784 
Less: Dividends received (14,819) (14,060) (1,723) (1,419) _ _ (16,542) (15,479) 
Carrying values $ 52,513 $ 52,394 $10,324 $10,177 $ 2,760 $ 2,734 $ 65,597 $ 65,305 
Summary of financial statements 
Results for year 
Revenues $629,611 $489,290 $68,031 $60,516 $12,093 $13,130 
Income 
Income (loss) before 
income taxes $ 3,770 $(54,861) $ 1,348 $ (10) §$ (92) $ 784 
Income taxes recovered 
(provided) 3,226 24,960 785 798 55 (272) 
Income before undernoted items 6,996 (29,901) 2,133 788 (37) SZ 
Equity in net earnings of 
finance subsidiaries 
Versatile Corporation 1,880 940 - - _ ~ 
Minority interests (1,730) 2,626 - _ - _ 
Net income (loss) before 
undernoted items 7,146 (26,335) 2,133 788 . (37) SW 
Extraordinary items 1,940(b) 3,305(c) - 846(d) - — 
Preferred dividends (6,772) (7,056) (798) (402) - — 


Net income (loss) available to 
holders of common shares $ 2,314 $(30,086) $ 1,335 $ 1,232 


Equity share of income (loss) 

before undernoted items $ 878 $(13,163) $ 451 $ 468 §$ 26e)$ 364 $ 1,355 $(12,331) 
Dilution of equity interest 

resulting from the issuance of 

additional shares ~ (4,301) - — - — _ (4,301) 
Appreciation of equity interest 

arising from the issuance of 

shares at a price greater than 

book value ~ 1,326 - - - — - toc 


Equity share in net income (loss) $ 878 $(10,138) $ 451 $ 468 364 §$ 1,355 $ (9,306) 
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Financial position as at December 31 
Current assets 
Current liabilities 
Working capital 
Property, plant and equipment, 
net book value 
Other assets 
Long-term liabilities including 


deferred income taxes and minority interests 


in subsidiaries 
Net assets 


Cash, securities, mortgages and 

real estate held for resale 
Fixed assets, net book value 
Other assets 


Guaranteed account 
Accounts payable 
Notes payable 
Deferred liabilities 


Net assets 


Represented by 
Share capital and contributed surplus 
Earnings reinvested in the business 
Cumulative foreign exchange 
translation adjustment (f) 


Shareholders’ equity 


Notes: 


Versatile Corporation 


(Note (a)) 
December 31 
1984 1983 
$ 385,309 $ 333,047 
197,161 150,242 
188,148 182,805 
278,705 264,016 
81,409 76,697 
(355,195) (332,245) 
$ 193,067 $ 191,273 
$ 113,534 $ 114,203 
77,443 77,070 
2,090 _ 
$ 193,067 $ 191,273 


Yorkshire Trust Company 
(Note (a)) 


(unaudited) 


B.C. Chemicals Ltd. 


December 31 December 31 

1984 1983 1984 1983 

$ 3,950 $ 3,291 

4,033 CesT 

(83) (86) 

13,625 14,719 

(8,043) (9,097) 

$ 5,499 $ 5,536 
$ 507,458 $ 451,241 
2,201 2,861 
12,360 M20 
522,019 465,222 
488,550 437,973 
2,041 868 
714 424 
1,038 1545 
492,343 440,810 
$ 29,676 $ 24,412 

$ 18,779 14,137 $ 1,000 $ 1,000 

10,897 107275 4,499 4,536 

$ 29,676 $ 24,412 $ 5,499 $ 5,536 


(a) The cost of Canfor’s investment in Versatile Corporation was 
$3,955,000 in excess of the proportionate underlying net book values 
of the assets at the times of acquisition. This amount ts attributable 
to land held by certain of that company’s subsidiaries and 
consequently is not being amortized, but has been reduced to 
$3,083,000 as a result of dilution of Canfor’s equity interest in 


Versatile Corporation. 


The cost of Canfor’s investment in Yorkshire Trust was $1,563,000 
in excess of the proportionate underlying net book values of the 
assets at the time of acquisition. Of this amount $47,000 is deemed 
attributable to land and the balance of $1,516,000 is being amortized 


on a straight-line basis over 20 years. 


(b) Income tax reduction arising from utilization of prior years’ losses 


of subsidiaries. 


(c) Gain, net of applicable income taxes, arising from the issue by a 
subsidiary company (Bralorne Resources Limited) of common share 
units (consisting of shares and warrants). 


(d) Income tax benefit arising from losses carried forward from previous 


years. 


(e) Includes adjustments of prior years. 


(f) Effective January |, 1984, Versatile Corporation has adopted the 
foreign exchange translation recommendations of the Canadian 
Institute of Chartered Accountants. 


(g) Certain 1983 comparative figures have been restated to conform 


with current presentation. 


CANFOR CORPORATION 


Statement of segmented information 
Years ended December 31, 1984 and 1983 


(in thousands of dollars) 


Revenue 


Sales to external customers 


Sales to other segments 


Operating profit (loss) before 
unallocated items below 


General corporate expenses 

Interest expense 

Other income (expense) 

Income tax recovery 

Equity in (loss) income of 
affiliated companies 

Minority interests 


Loss before extraordinary item 
Extraordinary item 
Provision for warehouse closures 
Income tax reduction resulting 
from application of losses 
of prior years 


Net loss 


Identifiable assets 
Segment assets 


Corporate assets 
Investment in affiliates 
Receivable from affiliates 


Depreciation, depletion 
and amortization 


Capital expenditures 


Wood and wood products 
1984 1983 
$ 264,126 $ 270,146 
160,313 145 828 
$ 424,439 = $415,974 
$ 8,439 $ 30,684 
$ 307,888 $ 304,909 
$25,373 NS ea 
$ 15,805 Sael2. 219 


1. Canfor operates in three industry segments: wood and wood products, pulp and paper, building materials. 


2. Sales to other segments are accounted for at prices which approximate market. 
3. Canadian sales include export sales amounting to $468 million in 1984 (1983 - $463 million). 


+ 
By industry segment _ 
\e 
Pulp and paper i 
1984 1983 
$ 262,027 $234,621 
$ 262,027 $ 234,621 . 
$ 14,635 $ (22,435) 
$ 376,730 $ 361,114 
$ 14,237 $ 16,965) 
$ 23,433 $ 9,771] 


Building materials 


Consolidated 


1984 1983 1984 1983 
$ 503,379 $ 490,293 $1,029,532 $ 995,060 
$ 503,379 $ 490,293 
$ 1,431 $ 2,589 $ 24,505 $ 10,838 

(11,158) (8,394) 
(44,244) (48,989) 
1,504 (164) 
3,048 9,946 
1,355 (9,306) 
2,343 1,033 
(22,647) (45,036) 
(2,610) = 
= 217: 
$ (25,257) $ (44,759) 
$ 111,765 $ 119,209 $ 796,383 $°785,232 
31,726 22,694 
65,598 65,305 
268 543 
Consolidated $ 893,975 $ 873,774 
$ 2,184 $ 2,298 $ 41,794 $ 46,774 
Corporate 3,277 1796 
Consolidated $ 45,071 $ 48,570 
$ 1,324 $ 263 $ 40,562 $2 22°253 
Corporate 483 340 
Consolidated $ 41,045 $ 22,593 


1984 


$ 831,992 


25,458 
$ 857,450 


$ 25,829 


$ 752,767 


$ 40,855 


$39,536 


By geographic region 


Canada 


1983 
(Note 19) 


$ 805,681 


20,972 
$ 826,653 


$ 14,509 


$ 742,767 


$ 45,696 


Sae22,013 


United States 
1984 1983 

(Note 19) 
$ 197,540 $ 189,379 
$ 197,540 $ 189,379 
$1,324) $_G.671) 
$ 43,616 $ 42,465 
$ 939 $ 1,078 
$ 1,026 $ 140 
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CANFOR CORPORATION 


Six year comparative review 


1984 
Sales and income 
(in millions of dollars) 
Net sales $1,029.5 
Cost of products sold (a) 909.9 
Depreciation, depletion and 
amortization 45.1 
Selling and administration (a) 61.2 
Interest expense 44.2 
Other (income) expense (1.5) 
Income (loss) before income taxes (29.4) 
Income tax (expense) recovery Dw! 
Income (loss) before undernoted 
items (26.3) 
Equity in income (loss) of 
affiliated companies 1.4 
Minority interests in 
subsidiaries Ded 
Income (loss) before 
extraordinary items (22.6) 
Extraordinary items (2.6) 
Net income (loss) (25.2) 
Provision for preferred 
dividends (3.1) 
Net income (loss) for common 
shareholders $ (28.3) 
Assets and capitalization 
(in millions of dollars) 
Working capital $ 48.3 
Long-term investments 73.1 
Plant and equipment 448.7 
Other assets and deferred 
charges 25.2 
Net assets $ 595.3 
Long-term liabilities $ 231.0 
Deferred income taxes 0.6 
Minority interests in 
subsidiaries 9.8 
Preferred share capital 86.0 
Common shareholders’ equity 267.9 
Total capitalization $ 595.3 
Additions to property, plant & 
equipment (in millions ofdollars) $ 41.0 


Notes 
(a) Certain expenses have been reclassified for 1979 
through 1983 in conformity with the 1984 presentation. 


(b) Percentages reflect the results of the former Swanson 


1983 1982 198] 1980 1979 
$995.1 $ 729.6 $710.5 $730.1 $734.0 
881.3 700.5 615.9 564.7 5223 
48.6 45.0 3951 34.8 Sak 
O2e/ 66.8 51.4 46.7 42.2 
49.0 50.4 3240 16.6 16.1 
OF 2.0 (2M) (0.4) 0.6 
(46.6) (13551) (26.8) GIy, 1204 
oD 46.0 8.1 (30.9) O33) 
(36.7) (89.1) (18.7) 36.8 66.8 
(9.3) >) 2022 17a Keeps 
LO oo (125) (5.0) G9) 
(45.0) (85.7) = 48.9 74.0 
0.3 ~ 228 (0.8) 1-9 
(44.7) (85.7) Pages 48.1] Tees) 
(0.9) (0.9) (0.8) (0.8) (0.8) 
$(45.6) $ (86.6) $ 2.0 Sr4ies eS! 
$ 26.1 SCLLS26) aS 2.0) $142.5 S133e7 
159 84.9 88.6 7122 54.4 
451.6 479.5 423.6 313.3 300.2 
14.4 16.8 14.2 Ted 5.6 
$566.0 $ 462.6 $531.4 $534.7 $495.4 
$242.3 $ 223:6 $161.5 $163.6 Size 
1.6 {5.5 60.7 64.4 64.7 
et 16.8 23.4 22-9 19.6 
11.0 18.5 Leo 11.0 11.0 
2990) 188.2 274.8 22S 22S 
$566.0 $ 462.6 $531.4 $534.7 $495.4 
>. 22.6 $ 102.4 $ 84.9 $ 49.4 $ 47.6 


Lumber Co. Ltd. (since amalgamated with Canadian 
Forest Products Ltd.) and of the former Chandler 

Corporation (now Canfor U.S.A. Corporation) from 
August 1, 1981 and December 1, 198] respectively. 


1984 1983 1982 1981 
Changes in financial position 
(in millions of dollars) 
Source (use) of cash 
Operations $17.1 $0.2 $(89.8) $ 4.7 
Working capital changes 19.6 557) 43.6 (39.4) 
Other 
Long-term liabilities (21.9) 17.9 62.9 (7.1) 
Common and preferred shares 12.5 145.6 7.6 - 
Property, plant and equipment (38.7) (17.9) (98.8) (79.4) 
Investment in subsidiaries - — - (58.4) 
Dividends - paid (3.3) (12) (1.4) (1.6) 
- received 1.1 125 Be BIS 
Other (4.7) (1.4) (723) 0.8 
5.0 144.5 (33.8) (14272) 
Decrease (increase) in net 
short-term indebtedness $ 41.7 $ 106.0 $(80.0)  $(176.9) 
Financial statistics 
Return on capital employed - % (0.3) (2.6) (8.0) 2.9 
Return on common shareholders’ 
equity - % (10.0) (18.7) (37.4) 0.7 
Ratio of current assets to 
current liabilities i221 Peel O71 feOA 
Ratio of total debt to 
shareholders’ equity 53:47 59:41 T2228 57:43 
Production and other statistics 
Pulp - thousands of metric tons 456.8 493.2 441.5 418.5 
Sack kraft paper - 
thousands of metric tons 80.0 85.0 88.5 THiees 
Lumber - millions of board feet 15223:3 12164.6 768.2 Te 
Plywood - millions of square 
feet ° inch equivalent 293.3 293.5 PLAY) 253-1 
Hardboard - millions of square 
feet ° inch equivalent 56.9 SS) 43.0 54.9 
Shingles and shakes - thousands 
of squares 102.9 1273 144.1 180.7 
Sales by product line - % (b) 
Pulp and sack kraft paper 25% 24% 33% 39% 
Lumber 26 28 19 18 
Plywood and hardboard eT, 8 8 11 
Shingles and shakes 1 I I 2 
Building materials purchased 
for resale 39 38 38 28 
Miscellaneous Zz 1 ] 2 
100% 100% 100% 100% 
Sales by market - % (b) 
Canada 35% 35% 37% 45% 
United States 40 43 34 20 
Europe 13 12 io 21 
Far East 8 7 8 it 
Other 4 3) 2 3 
100% 100% 100% 100% 


For definitions of selected financial terms, please refer to page 33 


1980 1979 
Saris $103.6 
(74.3) 4.3 
(14.3) (9.7) 
(46.3) (45.0) 
23) (222) 
2.3 125 
Qe) 6.0 
(63.3) (49.4) 
$ (66.3) $ 58.5 
LiZ0 18.6 
18.8 39.8 
DaAOz DAO eal 
42:58 ADEs) 
526.0 499.7 
97.0 96.6 
749.5 iSOre 
307.2 364.6 
58.3 58.1 
DD) 299.8 
43% 35% 
20 25 
11 12 
2 3 
ZA 23 
id _2 
100% 100% 
40% 41% 
24 26 
24 22 
he 9 
_3 2 
100% 100% 


CANFOR CORPORATION 


Manufacturing and marketing facilities 


Principal manufacturing facilities 


and annual capacities 


PULP AND PAPER 


Howe Sound Pulp 
Division 

Port Mellon, B.C. 
kraft pulp 

Prince George Pulp and 
Paper Limited 

Prince George, B.C. 
kraft pulp 

sack kraft paper 
Intercontinental Pulp 
Company Ltd. 

Prince George, B.C. 
kraft pulp 


LUMBER 


Eburne Saw Mills 
Division 

Vancouver, B.C. 
Westcoast Cellufibre 
Industries Ltd. 
Vancouver, B.C. 
Plywood and Hardboard 
Division 

New Westminster, B.C. 
Takla Forest Products 
Fort St. James, B.C. 
Isle Pierre. Be 
Chetwynd Division 
Chetwynd, B.C. 

Fort St. John Division 
Fort St. John, B.C. 
Balco Industries Ltd. 
Louis Creek, B.C. 
Kamloops, B.C. 
Memitt. 5b.C- 

Alberta Operations 
Grande Prairie, Alberta 
High Level, Alberta 
Hines Creek, Alberta 
Chisholm, Alberta 


Thousand 
tonnes 


190 


ISS 
100 


219 
664 


Million 
board feet 


145 


30 


110 
216 


1277 


PANEL PRODUCTS Million 
square feet 

Plywoodand Hardboard —_>!® ch 

Division eos 

New Westminster, B.C. 

plywood 148 

hardboard 63 

Balco Industries Ltd. 

Kamloops, B.C. 

plywood 113 

Alberta Operations 

Grande Prairie, Alberta 

plywood 64 

388 
SHINGLES Thousand 
f ~ 

Huntting-Merritt AG are 

Shingle Division 

Vancouver, B.C. 

shingles 122 

OTHER 


Canfor’s United States subsidiary, 
Canfor U.S.A. Corporation, 
produces structural trusses 
remanufactured lumber items and 
building specialty products. 
Manufacturing facilities are situated 
in the following locations: 
Albany, Oregon 

Fontana, California 

Woodland, California 

Boise, Idaho 

Meridian, Idaho 

Halstead, Kansas 

Fort Worth, Texas 


NOUE; 

Pulp and paper capacities are based on 
continuous operation for 340 days per year. 
Hardboard capacity is based on continuous 
operation for 345 days per year. Capacities for 
other wood products assume 240 operating 
days per year and two shifts per day except 
for the Huntting-Merritt and Alberta 
Operations - Chisholm capacities which reflect 
one shift per day. In some cases, the capacities 
differ from previously published figures 
because of changes in mill facilities, log supply 
and product mix. 


Sales and distribution facilities 


PULP AND PAPERSSAEs 
OFFICES 


Vancouver, B.C. 

Montreal, Quebec 
London, England 

Brussels, Belgium 
Tokyo, Japan 


In addition, Canfor is represented by 
pulp sales agents serving Italy, 
Mexico, Venezuela, China and 
Korea and by paper sales agents 
serving markets in Singapore, 
Malaysia, Indonesia and the Middle 
East. 


LUMBER AND SHINGLE 
SALES OFFICE 


Vancouver, B.C. 


WATERBORNE WOOD 
PRODUCTS SALES 


Sales of lumber, panel products, 
shingles and shakes to markets 
reached by ship are made through 
Seaboard Lumber Sales Company 
Limited, a worldwide wood products 
marketing consortium of which 
Canfor is a member. 


WHOLESALE BUILDING 
MATERIALS DISTRIBUTION 
CENTRES - CANADA 


Western Region 

Burnaby, B.C. 

Kelowna, B.C. 
Nanaimo, B.C. 

Calgary, Alberta 
Edmonton, Alberta 
Grande Prairie, Alberta 
Saskatoon, Saskatchewan 
Winnipeg, Manitoba 


07 
eZ 


Central Region 
Toronto, Ontario 
London, Ontario 
North Bay, Ontario 
Ottawa, Ontario 
Peterborough, Ontario 
Montreal, Quebec 
Quebec City, Quebec 


Atlantic Region 

Dartmouth, Nova Scotia 
Sydney, Nova Scotia 
Fredericton, New Brunswick 
Moncton, New Brunswick 
Deer Lake, Newfoundland 
St. John’s, Newfoundland 


HEE 


yi Q yun WY 
pt wu“ ye lO? ee 


LUMBER SALES AND 
DISTRIBUTION FACILITIES 
- UNITED STATES 


Albany, Oregon 

Fontana, California 
Woodland, California 

Boise, Idaho 

Halstead, Kansas 

Fort Worth, Texas 
Manchester, New Hampshire 


Canfor’ s fleet of 700 leased and assigned 
railcars includes 125 centrebeam units 
which help reduce loading costs. 
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CANFOR CORPORATION 


Corporate information* 


Directors 
A. Gordon Armstrong! 


Vice President, Finance and Secretary 
Canfor Corporation 
Vancouver, B.C. 


L.L.G. Bentley’ 
Vice Chairman 
Canfor Corporation 
Vancouver, B.C. 


Peter J.G. Bentley!” 

President and Chief Executive Officer 
Canfor Corporation 

Vancouver, B.C. 


Ronald L. Clift *?* 
Chairman of the Board 
Inland Natural Gas Co. Ltd. 
Vancouver, B.C. 


Mark H. Gunther 

Group Vice President, Pulp and Paper 
Canfor Corporation 

Vancouver, B.C. 


Joseph B. Jarvis’ 
Corporate Director 
Vancouver, B.C. 


J. Ron Longstaffe!:*-* 
Executive Vice President 
Canfor Corporation 
Vancouver, B.C. 


Peter A. Lusztig? 

Dean, Faculty of Commerce and 
Business Administration 
University of British Columbia 
Vancouver, B.C. 


Ronald N. Mannix 
Chairman 

Manalta Coal Ltd. 
Calgary, Alberta 
John G. Prentice! 
Chairman 

Canfor Corporation 
Vancouver, B.C. 
Louis Rasminsky 
Corporate Director 
Ottawa, Ontario 
James A. Robinson 
Retired Officer of 
Canfor Corporation 
Vancouver, B.C. 


Officers 
John G. Prentice 


Chairman 

ib-l.GBentley 

Vice Chairman 

Peter J.G. Bentley 

President and Chief Executive Officer 

J. Ron Longstaffe 

Executive Vice President 

Roy A. Bickell 

Group Vice President, Wood Products 
Mark H. Gunther 

Group Vice President, Pulp and Paper 


W. Michael Robson 
Group Vice President, Building 
Materials Marketing 


Robert R. Affleck 


Vice President, Environment 


A. Gordon Armstrong 
Vice President, Finance and Secretary 


James D. Earle 
Vice President, Corporate Services 


W. Bert Gayle 


Vice President, Coastal Operations 


G. Brian Hobson 


Vice President and Corporate Controller 


Wayne B. Jacques 


Vice President, Alberta Operations 


Glen A. Patterson 
Vice President, Northern Operations 


Ray B. Haslam 


Deputy Corporate Controller 


Richard F. Weinman 


Assistant Secretary 


+ As at March 15, 1985 


| i . 
Member of Executive Committee 

~ Member of Audit Committee 

3 . . 
Member of Compensation Committee 


Auditors 
Price Waterhouse 
Vancouver, B.C. 


Head Office 

3000 - Four Bentall Centre 
1055 Dunsmuir Street 
Vancouver, B.C. 
Telephone (604) 661-5241 
Telex 04-53338 


Postal address 

2800 - 1055 Dunsmuir Street 
Post Office Box 49420 
Bentall Postal Station 
Vancouver, B.C. Canada 
V7X 1B5 


Principal wholly-owned 
subsidiaries 

Canadian Forest Products Ltd. 
Canfor Limited 

Canfor U.S.A. Corporation 
Intercontinental Pulp Company Ltd. 
Prince George Pulp and Paper 
Limited 

Takla Forest Products * 


*A partnership of Intercontinental 
Pulp Company Ltd. and Prince 
George Pulp and Paper Limited 


Interest in other companies 

Balco Industries Ltd. (50.38%) 
B.C. Chemicals Ltd. (50%) 
Versatile Corporation (39% approx. ) 
Westcoast Cellufibre Industries Ltd. 
(92.5%) 

Yorkshire Trust Company (45.89%) 


CANFOR CORPORATION 


Shareholder information 


Shares listed 

Toronto Stock Exchange (common 
and preferred shares) 

Vancouver Stock Exchange 


(common shares only) 
Symbol: CFP 


Annual meeting 

The annual general meeting of the 
shareholders of the Company will be 
held in the Park Ballroom, Four 
Seasons Hotel, 791 West Georgia 
Street, Vancouver, B.C. on Monday, 
April 29, 1985, at 11:00 a.m. 

1984 price range of common shares 
High: $27 5/8 per share 

Low: $ 9 5/8 per share 


Transfer agent and registrar 
The Royal Trust Company 
Vancouver, Calgary, Regina, 
Winnipeg, Toronto, Montreal and 
Halifax 


Definitions of selected financial terms 


Number of common shares 
outstanding 

18,575,475 shares, 

as at December 31, 1984 


Number of common shareholders 
1,373 shareholders, 
as at December 31, 1984 


Net income per common share is the net income for the year, 
less provision for preferred dividends in the year, divided by the 
number of common shares outstanding at the end of the year. 


Cash flow from operations per common share is the cash flow 
from operations for the year, less provision for preferred 
dividends in the year, divided by the number of common shares 
outstanding at the end of the year. 


Common shareholders’ equity per common share is the common 
share capital, plus the earnings reinvested in the business at the 
end of the year, divided by the common shares outstanding at 
the end of the year. 


Total capitalization is comprised of long-term liabilities, deferred 
income taxes, minority interests in subsidiaries and shareholders’ 
equity. 

Capital employed consists of the funds invested or retained in 
the Company in the form of shares or liabilities. It is composed 

of unpresented cheques, current bank loans (net of cash and 
temporary investments), current portion of long term debt, long 
term debt, deferred income taxes, minority interests in 
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subsidiaries and shareholders’ equity. Long-term liabilities such 
as deferred reforestation costs and unfunded pension and 
retirement benefits are specifically excluded because they do not 
represent borrowed funds or funds invested by shareholders. 


Return on capital employed is equal to net income plus interest, 
after tax, divided by the average of the capital employed as at 
the beginning and end of the year. 


Return on common shareholders’ equity is equal to net income 
for the year, less provision for preferred dividends in the year, 
divided by the average of the common share capital, plus the 
earnings reinvested in the business as at the beginning and end 
of the year. 


Number of employees at year-end is the actual number of 
employees, salaried and hourly, full time and part time, permanent 
and temporary, who are considered as employees of the 
Company. This includes employees who are on vacation, leave 
of absence, workers’ compensation, long term disability or who 
are laid off as the result of temporary shutdown. 


Canfor Corporation 


Post Office Box 49420 
Bentaf{ Postal Station 
Vancouver, B.C. 

V7X 1B5 

Telephone (604) 661-5241 
Telex 04-53338 


